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AGRICULTURE, DEPARTMENT OF
Final rules for the Sumner Food Service Program for Children were published in
the 3/28/78 Fed. Reg., pp. 13020-37. Included in the rules is a section
on management evaluations and audits. There is also a provision requiring
that audits be conducted at least once every two years by state agency
internal auditors, state auditors general, state comptrollers, comparable
groups, or CPAs.
ENERGY, DEPARTMENT OF
Lorin H. Drennan, CPA, has been named Chief Accountant of the Federal Energy
Regulatory Commission. Mr. Drennan was Chief Accountant of the former Federal
Power Commission from 1973 until that agency was disbanded by the creation
of the DOE. Prior to joining the FPC in 1969 as Deputy Chief Accountant,
he served with the Office of Audit of the Department of Housing and Urban
Development and with the General Accounting Office.
Proposed regulations that would establish department rules to avoid organizational
conflict of interest were published in the 3/27/78 Fed. Reg., pp. 12727-31.
These rules would attempt to stop contractors from giving advice and
assistance that is not impartial. They would require prospective contractors
to disclose certain information bearing on possible conflicts of interest and
would require contracts to contain clauses designed to prevent such conflicts
during and after performance. Comments on the proposed regulations are due
by 4/26/78. Further information is available by contacting Martin Kestenbaum at 202/353-4543.
The latest draft (2/28/78) of the Energy Information Administration's proposed
Energy Company Financial Reporting System, Form ElA-28, has been released.
This draft incorporates many of the comments made on an earlier draft
which was circulated and tested by energy companies. The present schedule
calls for the latest draft to be submitted in late April to the Office of
Management and Budget for clearance. Comments are requested on the
reporting system either prior to or during the OMB review period. For
more information, contact the EIA Financial Reporting System, Room 8443,
12th Street & Pennsylvania Avenue, NW, Washington, D.C. 20461.
FEDERAL DEPOSIT INSURANCE CORPORATION
The 1977 Annual Report of Operations is now available. It contains an overview
of the Corporation's activities in such areas as bank examinations, bank
holding company supervision, mergers, and bank security. Copies of the
report may be obtained by contacting the Corporation at 202/389-4221.
FEDERAL RESERVE BOARD
A policy statement on the use of inside information by State member banks lias
been issued by the Board (see 3/27/78 Fed. Reg., pp. 12755-56). According
to the statement, using inside information to recommend purchasing or
selling securities constitutes an unsafe and unsound banking practice. For
further information contact Robert S. Plotkin at 202/452-2782.
FEDERAL TRADE COMMISSION
Authority to conduct a study of the accounting "industry" is being sought by
the Bureau of Economics.

On 4/4/78 the Commissioners will take the request
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under consideration in closed session and discuss the relationship of the
study to the current non-public investigation of the accounting profession.
The nature of the study would be similar to other "industry-line" analyses
performed by the Bureau. Similar studies have been performed in the past
on the steel industry, dairy and other commodity products, and the
advertising industry.
PAPERWORK COMMISSION
Three more in the series of interim reports prepared by the Commission have
been released for public distribution. The first, entitled "Procurement"
(S/N 052-003-00451-8, $2.50 per copy), contains recommendations for the
simplification of governmental procurement practices, elimination of
overlapping guidelines, jurisdictions and legislation, and the easing of
the paperwork burden on small contractors. The second report, entitled
"Taxation" (S/N 052-003-00455-1, $2.75 per copy), concerns federal taxation
procedures. It includes recommendations to eliminate unnecessary questions,
rewrite instructions in understandable language, and exempt taxpayers from
filing complex schedules. The Commission also suggests standardizing or
coordinating federal, state and local tax systems, more advice from
taxpayers on the design of tax forms, and legislation to simplify the tax
system. The third report is entitled "The Role of Congress" (S/N 052-00300467-4, $1.60 per copy). It identifies Congress as a major cause of
excessive paperwork and contains recommendations for reductions in the
existing paperwork burden and future requirements. All of these reports
are available from the GPO.
PENSION BENEFIT GUARANTY CORPORATION
Legislation has been introduced by Senator Dewey F. Bartlett (R-Okla) to amend
ERISA "to improve the administration and fairness of provisions relating to
employee benefit plans". The bill, S.2763, would raise the limit of plan
assets that may be in one investment from 10% to 30%; eliminate the
requirement for payment of plan termination insurance to the PBGC for those
plans funded entirely by insurance; authorize the Secretary of the Treasury
to issue a regulation under which insurance company deferred annuity con
tracts may be exempt from funding provisions; exempt plans with less than
100 participants from the notification requirements with respect to advance
determination requests; and provide for the separate treatment of certain
plans maintained by employers within multi-employer groups.
An update of the Corporation's Opinion Letters from 10/1/77 through 12/31/77
has been issued. The update is available in two formats, each with identi
cal topical index and letters. In the chronological edition, the letters
appear in chronological order; in the sectional edition, the letters are
in the sequence of the sections of ERISA to which they pertain. Persons
holding subscriptions will receive the update automatically and others
may obtain the updates ($2.50 for the chronological update; and $4.20
for the sectional update) by contacting the Corporation at 202/254-4817.
SECURITIES AND EXCHANGE COMMISSION
A "closed door meeting" will be held on 4/4/78 by the Advisory Committee
established by Senator Howard M. Metzenbaum (D-Ohio), Chairman of the
Senate Subcommittee on Citizen and Shareholder Rights and Interest, to
consider issues relating to the protection of shareholders rights. At the
meeting, which will be the panel's first, discussion is expected to con
centrate on issues that were discussed at hearings held by the Subcommittee
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last year (see 7/11/77 Washington Report, Vol. VI, Issue 20). It is
expected that any suggestions or proposals would be refined over the next
3-6 months before being proposed in Congress. The attention of the
Subcommittee will be focused on issues that would be designed to safeguard
the interests of small investors.
Hearings on accounting standards for oil and gas producing companies began in
Washington on 3/29/78. SEC Chairman Harold Williams opened the hearings
by noting the statutory responsibility the Commission has to develop
accounting practices for the industry under the Energy Policy and Conserva
tion Act of 1975. He also reaffirmed the Commission's basic policy of
looking to the Financial Accounting Standards Board for leadership in
establishing and improving accounting standards.
Donald Kirk, Chairman of the FASB, defended Statement No. 19, which
adopts the uniform use of the "successful efforts" method of accounting
for the industry. Several representatives of smaller oil and gas pro
ducing companies criticized the proposal stating that "successful efforts"
would significantly affect their financial statements and their ability
to raise capital.
The hearings will continue this week in Washington, D.C., and next
week in Houston, Texas. Written comments will be received on this issue
until 5/19/78.
TREASURY, DEPARTMENT OF
A public hearing will be held on 4/26/78 on proposed regulations on group-term
life insurance. The hearing will be held at the IRS building in Washington.
Outlines of oral comments of those wishing to testify are due by 4/12/78.
The proposed regulations, which appeared in the 1/5/78 Fed. Reg., p. 976,
would provide rules for the tax treatment of insurance. For more informa
tion contact George Bradley or Charles Hayden at 202/566-3935.
Proposed regulations on the taxation of fringe benefits may be issued by the
summer, according to IRS Commissioner Kurtz. Speaking in a television
interview on 3/26/78, the Commissioner stated that he would like to see
regulations drafted that carry out the intent of the Internal Revenue Code.
He noted, however, that administrative problems might lead to a distinction
between large fringe benefit items which would be taxed and smaller ones
which would not be worth the trouble. Mr. Kurtz acknowledged that Congress
has prohibited the IRS from issuing regulations before July 1.
Proposed regulations modifying current estate tax return instructions which
would permit an executor to elect a special use valuation for certain real
property used for farming or other closely held business.purposes will be
issued shortly, according to the IRS. The announcement, which appears
as IR-1977, states that executors will be able to confirm their election to
value the decedent's real property within six months of the date that the
proposed regulations are published in the Federal Register.
Donald C. Lubick has been nominated to be Assistant Secretary of the Treasury
for Tax Policy. Mr. Lubick, a lawyer who has been in private practice and
government service, was named Deputy Assistant Secretary in March 1977,
and has served as Acting Assistant Secretary since December 1977.

-4-

Civil penalties should be levied against taxpayers who claim false deposits on
their tax returns which cause lengthy delays in IRS tax collection. That
is one of the conclusions of a GAO study entitled "IRS Can Improve Its
Program to Collect Taxes Withheld by Employers". GAO states that the IRS
programs aimed at collecting taxes withheld by employers should provide
revenue officers with taxpayers' delinquency histories to enable them to
perform their duties more efficiently, assess consistently the failure
to deposit penalty and collect moneys now being lost and eliminate the
financial advantages to taxpayers required to pay their taxes monthly.
Copies of the report are available from the GAO for $1 each (GGD-78-14,
2/21/78).
Hearings will be held on tax indexation on 4/28/78 on 4/28/78 by the Senate
Finance Subcommittee on Taxation and Debt Management. The hearings will
focus on S.2738, a bill to provide for the indexation of certain provisions
of the federal income tax laws, but the Subcommittee may also consider
other indexation proposals. Persons who wish to testify at the hearing
should submit a written request by 4/14/78 to Michael Stern, Staff Director,
Committee on Finance, 2227 Dirksen Senate Office Building, Washington,D.C.
20510.
The IRS has revised its explanation of how an insurance company can change its
method of accounting to comply with a Supreme Court decision of last year.
Insurance companies that wish to change their accounting method must file
Form 5115 with the IRS. The deadline for filing the form has been
extended to 5/15/78. The revised procedure to accomplish this accounting
change will appear in the 4/10/78 Internal Revenue Bulletin 15.
SPECIAL:

JFMIP RELEASES FEDERAL FINANCIAL MANAGEMENT DIRECTORY

The "Federal Financial Management Directory" is currently being distributed
by the Joint Financial Management Improvement Program. The directory was
prepared for the purpose of easing the exchange of financial management
information between agency officials in the federal government in order
to assist the growth of intergovernmental cooperation among individuals
engaged in financial management activities. Copies of the directory
are available from the JFMIP at 202/376-5415.

For further information contact:
Steve Woolf or Susan Retter
202/872-8190
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